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Top 10 Reasons To File Electronically
The Illinois Department of Revenue (IDOR) identifies the top
10 reasons that your clients should file their Illinois Individual
Income Tax returns electronically.

New e-File Refund Cycle Chart on Web site informs your clients when to expect their
refund.

The ERO toll-free phone line expedites answers to problems. (866 440-8680)

No data entry errors to cause notices to clients.

Direct deposit saves a trip to cash the refund check.

Electronic returns do not get lost in the mail.

Confirmation numbers are proof of filing.

Electronic funds withdrawal allows “file now, pay later” and is proof of payment.

No lost or missing attachment to an electronic return.

Electronic returns are processed immediately and do not have math errors.

Electronic filing + direct deposit = refunds in a week  
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Territory Manager Kopeck’s Message

We are now nearing the end of the second filing sea-
son since the Internal Revenue Service (IRS) under-
took its most massive reorganization. For the last sev-
eral years, we have had increasingly successful filing
seasons. Returns have been processed smoothly, re-
funds have been issued on time, electronic filing has
steadily increased, and our service, through telephone,
correspondence, and taxpayer assistance centers has
improved.

All this is very positive, but there is an old saying in
business that applies equally to the IRS filing sea-
sons—and that is, you’re only as good as what you’ve
done for me lately. Despite our recent improvements,
we still strive to do many things better. This year we
have done a great deal of planning and preparation to
make more improvements possible. A few of them in-
clude:

Third party designee–this year’s tax form for in-
dividuals contains a small change that we hope
will make a big difference to the millions of
Americans who make minor errors filling out
their returns.

Taxpayers who fill out a new Form 1040 box se-
lecting a third party designee will enable that per-
son - be it friend, family member, or paid pre-
parer - to talk directly with the IRS to correct
questions during the processing of the return.

Such errors include simple math errors and data
omissions, such as an incorrect Social Security
number. The designation also enables the third
party to discuss the status of a refund, payment,
or other notice with IRS representatives.

“This new option balances the taxpayer’s need
for privacy with the reality that for millions of

As we approach the end of the 2002 filing season, we
are encountering few problems at the Department of
Revenue. We have paid record amounts of refunds
and have received electronically filed returns at a
record pace. And, we are seeing fewer returns re-
jected because of errors or missing support.

I would like to thank those tax professionals who
have embraced electronic filing for your assistance in
convincing your clients to use it. This is my fourth
filing season as Director of Revenue, and we are on
track to hit 1.6 million electronic filings this year, an
increase of 1 million over my four years here. I’m
pleased with Illinois’ progress on this front.

I attribute our success in this effort to three factors:
establishment of a process under which we prom-
ise and pay electronically filed/direct deposited
refunds in about a week,

aggressive promotion of the benefits of electronic
filing through advertisements and in our tax
booklets and other publications, and

the cooperation of tax professionals who have
convinced their clients to use electronic filing
and made suggestions on how to expand the
program.

As I said when I first became director of Revenue, I
believe that electronic filing represents one of those
rare win/win situations for both government and
taxpayers. The most obvious win is the fast refund,
but the message that we still have to push is the
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people a friend, family member,
or tax professional plays a key
role in the preparation of their
return,” said IRS Commissioner
Charles O. Rossotti. “The tax-
payer retains privacy but has the
ability to make it easier to re-
solve routine problems. The bot-
tom line is this improves cus-
tomer service and reduces head-
aches for taxpayers, practitio-
ners, and the IRS.”

The new third party designation,
located just above the signature
line of Form 1040, expands on
the success of the paid-preparer
checkbox on last year’s Form
1040 by enabling the taxpayer to
designate a friend or a family
member as well.

More than 37 million taxpayers
marked the checkbox option
during last year’s tax season.

The third party designation does
not eliminate the need for a
Power of Attorney for issues
dealing with examinations, un-
der reported income, appeals,
and collection notices.

Employer Identification Num-
ber (EIN) Assignments Re-
aligned– Improvements have
been made that will help stream-
line the process of getting an
EIN. Although start-up issues,
unexpected high demand, and a
backlog of requests led to some
initial delays, the new EIN toll-
free number is now off and run-
ning.

Taxpayers can call a single
toll-free telephone number,
866 816-2065, 7:30 a.m. to
5:30 p.m. to get an EIN.

(Kopeck’s message continued on Page 5)

benefit electronic filing offers in
terms of reduced errors and omis-
sions, convincing taxpayers that
their filing will go most smoothly
when its electronic.

On another topic, the impact that
the state’s current financial situa-
tion will have on the Department of
Revenue still has to be determined,
but is likely to be significant. I ex-
pect that we will be faced with try-
ing to increase our self-service op-
tions and other electronic means of
filing, payment, and tax enforce-
ment. Increasingly, we will focus
on our core mission of collecting

the taxes the state needs to provide
services.

I would encourage you to look at
our new web site, which we have
redesigned in an effort to make it
more useable. You can find it at ei-
ther www.ILtax.com or at
www.revenue.state.il.us. It contains
a wealth of information that can of-
ten save you the trouble of calling
or writing the department.

As always, if you have a comment
or a suggestion, feel free to contact
me. 
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The Internal Revenue Service (IRS) has developed
special procedures to expedite refund claims related to
the Victims of Terrorism Tax Relief Act, which
President Bush signed on January 23.

Under this law, the federal income tax liability of
those killed in the terrorist attacks of September 11, or
as a result of the anthrax incidents last fall, is gener-
ally erased for both 2001 and 2000. The new law also
provides for tax abatements for 1994 and 1995 for the
victims of the April 1995 Oklahoma City bombing.

“We do not want those who lost loved ones in these
attacks to be burdened by tax issues,” said IRS Com-
missioner Charles O. Rossotti. “When they’re ready to
address such financial matters, we’re here to help
them.”

The law provides that the minimum amount of relief
for these victims will be $10,000. If the abated taxes
for the two years are less than that, the government
will refund the difference to the surviving spouse or to
the victim’s estate.

IRS Implements New Tax Relief for
Victims of Terrorist Attacks

Surviving spouses or executors of the September 11 or
anthrax victims may file amended tax returns for 2000
at any time until April 15, 2004, and may claim the tax
relief for 2001 when they file the decedent’s return.
Survivors or executors of those killed in Oklahoma
City may file amended returns for 1994 and 1995 until
January 23, 2003.

Survivors or executors of these “Killed In Terrorist Ac-
tion” (KITA) victims should put “KITA-Oklahoma
City,” “KITA-9/11” or “KITA-Anthrax,” as appropri-
ate, at the top of any amended or original tax returns
claiming this relief and send them to the Internal Rev-
enue Service, P.O. Box 4053, Woburn MA 01888. If
using a private delivery service, they should send them
to IRS, 310 Lowell St., Stop 661, Andover MA 01810.

Publication 3920, “Tax Relief for Victims of Terrorist
Attacks,” includes details on preparing refund claims.
Pub. 3920 is available by calling (toll-free) 1 800 TAX-
FORM (1 800 829-3676), or visiting the IRS website at
www.irs.gov. Taxpayers with questions about KITA
relief may call (toll-free) 1 800 829-1040.  

IRS Awards 127 Tax Clinics More Than $7 Million
to Help Low-Income Taxpayers

The Internal Revenue Service (IRS) has awarded more than $7 million for legal assistance this year
to low-income taxpayer clinics. The Low-Income Taxpayer Clinic (LITC) grant program, now in its fourth
year, is designed to help organizations provide low-cost legal assistance to taxpayers to resolve tax
disputes. Organizations operating independent taxpayer clinics can qualify to receive up to $100,000 in
matching funds through the program.

This year, 127 organizations will receive funding under the program, which reflects a 25 percent in-
crease in the number of organizations funded last year.

The Illinois groups selected by the IRS for this year’s grants are:

Center for Law and Human Services Chicago $50,000

Illinois Institute of Technology/Chicago-Kent College of Law Chicago $80,000

Julie Yen-Tax Assistance Program Chicago $25,000

Korean American Resource and Cultural Center Chicago $50,000

Loyola University Chicago School of Law Chicago $41,000

National Foundation for Abused and Neglected Children Chicago $10,000
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Illinois Department of Revenue

File Applications Soon
for E-Filing

The Internal Revenue Service (IRS) advises tax
professionals who wish to e-file tax returns for
their clients during 2002 to file their applications
soon. The form must be submitted by those new to
the e-file program and by those who need to
update prior applications.

Preparers should submit Form 8633, Application
to Participate in the IRS e-file Program. Although
the IRS will accept the applications until May 31,
the sooner tax professionals apply, the sooner
they can offer e-file to their customers.

Form 8633 is available on the IRS Web site at
http://ftp.fedworld.gov/pub/irs-pdf/f8633.pdf. 

Illinois taxpayers can also fax requests for an EIN
24 hours a day, 7 days a week by dialing
859 669-5760 at the Cincinnati IRS Center, attn:
EIN Operation.
Also, third parties can now receive an EIN on a
client’s behalf by completing the new “Third Party
Designee” section and obtaining the client’s signa-
ture on Form SS-4, Application for Employer I.D.
Number.
Practitioner Priority Service—tax practitioners
can now call the new nationwide hotline for ac-
count related information. The Practitioner Priority
Service (formerly known as the Practitioner
Hotline) is staffed for and exclusively offered to
the professional tax preparation community. The
toll-free number is 866 860-4259. 

Kopeck’s message continued from Page 3

Oh Will, you’re so high tech–
It’ll be a while before I get
my check!

Hey Sam, let’s file the
electronic way - take our
refunds and get away!

Sam needs to get out of the past!
The electronic way is safe and fast!

One week later...
If Sam would only make
the switch, he’d have his
refund without a hitch!
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A recently released government-wide survey
indicated the Internal Revenue Service (IRS)
has significantly improved customer satisfaction
among individual taxpayers, especially among
those who file their returns electronically.

The IRS posted an 11 percent increase in
satisfaction among all individual tax filers since
2000 and a 22 percent increase since 1999. It
was the largest favorable gain of the 30 federal
agencies surveyed by the American Customer
Satisfaction Index (ACSI).

One of the important reasons for the increase
was the very high satisfaction rate among
electronic filers. The 2001 ACSI placed the
satisfaction rate for electronic filers at 77, 2
points higher than the previous year and nearly
7 points higher than the national score for
private sector services. It was the third year in a
row that taxpayers using IRS e-file expressed
increased satisfaction.

“This is great news. We realize we have more
work to do, but the survey is just one more
indication that the IRS reorganization and its
emphasis on customer service are paying off,”
said Charles O. Rossotti, IRS commissioner.
“The satisfaction with IRS e-file won’t surprise
any taxpayer who has used it. When they try it,
they like it. It is fast, accurate and dependable.”

The IRS also continued an upward trend among
people who file paper returns, a segment the
ACSI termed “one of its toughest-to-please
customer groups.” There was a 4-point increase
in customer satisfaction among paper filers for a
score of 52.

For the 2001 filing season, there were 130.6
million individual tax returns. Nearly 40.2 million

Posts High Marks in Customer Satisfaction
returns were filed electronically, a 13 percent
increase over the 2000 filing season. The ACSI
found that 78 percent of the people who filed
electronically were so satisfied with the service
that they would do it again.

Taxpayers have found that electronic filing has
many advantages:

It has a 99 percent accuracy rate, which
reduces the chances of getting an error
notice from the IRS.

It is the fastest way to get refunds, in as few
as 10 days with Direct Deposit.

Taxpayers can create their own Personal
Identification Number as an electronic
signature.

It provides privacy and security.

Taxpayers receive an acknowledgment of
receipt within 48 hours.

The ACSI survey for the first time also expanded
its questionnaire to include customer satisfaction
levels for other IRS Operating Divisions. The
index provides a benchmark for customer satis-
faction levels with Small Business Form 1120
filers (66), Midsize Business form 1120 filers
(55), Tax Exempt Organizations (60), and Em-
ployee Plans (48).

Since 1994, the American Customer Satisfaction
Index has been a national indicator of customer
evaluations of the quality of goods and services
in the private and government sectors.

The ACSI is one of several national surveys
conducted in recent months that found Ameri-
cans have a more positive view of the IRS. 



Page 7

S p r i n g                              2  0  0  2

IDOR Lists Filing Reminders
for 2001 Filers

The Illinois Department of Revenue (IDOR) receives more than 5 million Form IL-1040, Illinois
Income Tax Returns, each year. Keeping this in mind, you must realize that taxpayers will receive
faster processing and faster refunds if they use one of IDOR’s electronic filing methods: I-File,
e-File, PC File, or TeleFile. However, whether a taxpayer chooses to file electronically or chooses to
file using the paper return, the following reminders will help to complete the filing requirements
correctly.

Taxpayers filing paper returns
If a taxpayer chooses to file using the paper
Form IL-1040,

make sure both the taxpayer and the tax
preparer sign the return prior to mailing.

make sure the taxpayer’s address is
correct. If the taxpayer is moving, advise
him to use direct deposit or provide the
department with an address where the
refund should be mailed.

be sure to send both the front and back of
Form IL-1040.

be sure to attach a copy of the federal
1040 if there is an amount on Line 5 of
the Illinois 1040.

be sure to attach all W-2s and required
schedules and bring the correct schedule
amounts to the IL-1040.

Taxpayers filing 2-D bar code returns

If you have an IL-1040 with a 2-D bar code
and you find that the taxpayer’s information
(i.e. name, address, Social Security number,
and tax information) is incorrect, correct the
taxpayer information and reprint the
2-D bar code.

Updating taxpayer information
If you change information on a preprinted
voucher, be sure to change the same infor-
mation in the scanline at the bottom of the
voucher.

Education Expense Credit

When figuring an education tax credit, do
not include college or day care expenses.

Taxpayers filing amended returns

When filing an amended Form IL-1040
(IL-1040-X) send a copy of the federal
finalization (i.e., copy of refund check or
notice from the IRS stating that the change
has been approved).

Direct deposit refund option

If utilizing the direct deposit option, check to
make sure that the correct account number
and bank routing number are being used.

Balance due returns

When paying a balance due, make sure the
check or money order is made payable to
the Illinois Department of Revenue, not the
Internal Revenue Service and write the
taxpayers’ Social Security number on the
check.

Mail to IDOR
Make sure that the taxpayers use the correct
envelopes: IL-1040 in the Illinois’ envelope
and the federal return in the IRS envelope.

Use the correct address label to indicate if a
return is a refund or balance due.

If no payment is enclosed, be sure to
mail to:

ILLINOIS DEPARTMENT OF REVENUE
SPRINGFIELD IL  62719-0001

If a payment is enclosed mail to:

ILLINOIS DEPARTMENT OF REVENUE
SPRINGFIELD IL  62726-0001 
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IDOR Promotes E-File
This year, the Illinois Department of Revenue
(IDOR) developed an e-File flyer for tax profession-
als to include in the tax preparation material they dis-
tributed to their clients. The e-File flyer is just a
small part of our continuous mission to find new and
innovative ways to promote the e-File individual in-
come tax filing method. IDOR would like to know if
you think this flyer was helpful in promoting e-file to
your clients.

In January, IDOR kicked off the 2002 filing season
by promoting e-File in our radio marketing cam-
paign. Emphasis was placed on reminding taxpayers
to “ask their tax professional about e-File.” The ad-
vertisements were promoted on a variety of radio sta-
tions throughout Illinois. Did you hear any of our ad-
vertisements? Again, IDOR would like to have your
comments about our ads.

Please e-mail us at Econnection@revenue.state.il.us
and let us know if you think the flyer was helpful and
how you like our radio ads.

Illinois IL-1040 Electronic Filing Dates
The last date to pay is April 15, 2002.

IDOR’s communication processor will accept
IL-1040 returns until midnight, August 15, 2002.

Retention of acknowledgment file materials is
December 31, 2002.

Retention date for electronic return-related mate-
rials for nonpaid preparers is December 31, 2002.

Retention date for electronic return-related mate-
rials by paid preparers (including original
IL-8453 forms and attachments) is three years.

Where’s My Clients Illinois Refund?
IDOR developed an e-File 2002 Refund Cycle Chart
to help you answer your client’s questions about
when they can expect their Illinois refund.

This chart is posted on our Web site at
www.ILtax.com.

for Electronic Tax Professionals

IDOR and Tax Professional Partnerships are
Flourishing
It is our pleasure to announce that again this year the
number of tax professionals registered to participate
in the Illinois Individual Electronic Filing Program
has grown. As of March 27, participation had in-
creased by 30 percent.

Thanks goes tax professionals participating in our
e-File program.

IDOR adds ZMODEM to Communications
Protocol
Transmitters of electronic 1040 returns can now use
XMODEM or ZMODEM communications protocol
to transmit their electronic returns or pick up their
acknowledgments. The primary telephone number for
ZMODEM is 217 782-3683, and the secondary tele-
phone number for the ZMODEM is 217 785-2826.
The telephone number for the XMODEM is
217 785-7534.

Reminders
IDOR’s Electronic Filing Division has a toll-free
telephone number exclusively for individual elec-
tronic filing tax professionals. The toll-free telephone
number is 1 866 440-8680. Please do not give this
number to individual taxpayers. It is exclusively for
tax professionals during the electronic filing season.

Don’t forget to retrieve your electronic return ac-
knowledgments! Taxpayers generally contact IDOR
if they have not received their refund within eight
weeks. The taxpayer may be asked for the “Document
Control Number” (DCN) of the return and the date the
department acknowledged the return as accepted. The
electronic return originator must, upon request, pro-
vide the taxpayer with this information. The acknowl-
edgment is your clients “proof of filing” and is also
part of our e-File marketing campaign. So please be
sure to pick up your acknowledgments.

Tax professionals must use their production password
when transmitting live IL-1040 returns. If the test
password is used when transmitting a “live” IL-1040,
it will not be considered a “filed” return. 
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Filing Method         Processing Season       Percentage
     2001           2002       of increase

e-File 786,124 1,003,948 27.7%
Direct deposit 475,868 650,756 36.8 %

Received from January 1 through March 28 for the
2001 and 2002 Processing Seasons

Refunds in about a week

IDOR Electronic Returns and Direct Deposits

Please inform and encourage your clients to use direct deposit.

If deposited into their checking or saving accounts

The Illinois Department of Revenue (IDOR)
would like to remind employers that they are not to
send in copies of

federal Form W-2, Wage and Tax Statement;

federal form W-2G, Certain Gambling Win-
nings; and

federal Form 1099R, Distributions from Pen-
sions, Annuities, Retirement or Profit-Sharing
Plans, IRA’s, etc.

when filing Form IL-W-3, Illinois Annual Withhold-
ing Income Tax Return.

Employers are required to provide W-2s to their
employees by January 31 of each year. In addition,
employers must maintain employee W-2, W-2G
and 1099R records for a period of three years
from the due date or payment of the tax, which-
ever is later, and make these forms available to
IDOR upon request.

IDOR May Contact Employers

Each year, IDOR contacts a sample of employers
who employ Illinois residents and require them to
provide copies of their employees’ W-2 withholding
records. Employers must respond within 30 days
of the date of the request. Employers having more
than 250 employees in the state of Illinois must
provide the W-2s on magnetic media. Employers
having 250 or fewer employees may provide the
W-2 records on either magnetic media or paper.

The format for magnetic media is the same as
required by the Social Security Administration
(SSA) as outlined in MMREF-1 specifications,
which are issued each year. The SSA does not
require the state information, but IDOR must have
this information. Therefore, employers must incor-
porate the state information into their magnetic
media for IDOR to properly complete its review.
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The Illinois Depart-
ment of Revenue
(IDOR) introduced a
redesign of their Web
site at the beginning
of 2002, just in time
for the current filing
season. In addition,
IDOR has made it

easier for you and your customers to visit their
Web site by typing www.ILtax.com. This new
address takes you directly to IDOR’s home page.

The site includes a new navigational structure
which features a tab layout, conveniently located
along the top of the home page, that will take tax
professionals directly to a page containing links to
all of the relevant information and services. Navi-
gating the Web site is now faster, simpler, and
more intuitive.

In addition to the section for tax professionals,
information has been categorized to fit the needs
of the department’s other two main user groups –
individual taxpayers and business taxpayers. A
template containing the user tabs remains consis-
tent on every page. The template also contains
links to other popular areas, including a direct link

IDOR’s Web Site
New and Improved for 2002

to all of the department’s forms. The site’s crisp
look and feel is free of the excessive on-screen
clutter that can make a Web site frustrating to
navigate.

Searching capabilities have also been enhanced
to provide more relevant results. A drop down box
containing subjects can be used, along with
keywords, to more narrowly define searches.
Users will be able to quickly locate what they need
from the vast amount of information the depart-
ment offers.

Site accessibility for the disabled was a key con-
cern addressed with the redesign. The new design
will allow the disabled (those with sensory or
motor impairments) to access and navigate the
site. Features include options for larger fonts or
screen magnification, compatibility with leading
screen reader software, and complete keyboard
operability. The site is in compliance with federal
requirements and the American with Disabilities
Act as it pertains to Web site accessibility.

The department is encouraging visitors to com-
plete an electronic user survey. The results will
assist the department in making further improve-
ments. 

When you click on www.irs.gov, you’ll notice a new
look for the official Internal Revenue Service
(IRS) Web site. Some features may seem familiar,
but many others will make your trip through irs.gov
easier. You’ll find our Web site friendlier, with more
information in fewer clicks. And it’s just the begin-
ning!

We see irs.gov as a Web site in motion. We’ll keep
working daily to enhance its features, to offer more
capabilities, to reach more people. Explore irs.gov
And get information in Spanish!

Remember this isn’t just our irs.gov. It’s yours, too,
so we’d love to hear your comments.

The New IRS.Gov
Over the next few
weeks, you may see
the old site pop up
every now and then.
That may occur when
changes have to be
made that require the
site to be off-line –
hopefully you’ll never
even notice. You may also see sections of the old
site over the next several weeks if your Internet
service provider has stored the old site on their
Web servers. You’ll get the whole picture once
they update their sites.  

IDOR
at

ILtax.com

IDOR
at

ILtax.com

IRS
at

IRS.gov

IRS
at

IRS.gov
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(Pension Plan continued on Page 17)

Pension Plan Limitations for
Tax Year 2002

The Internal Revenue Service (IRS) announced
the changes to the dollar limitations applicable to
pension plans that became effective January 1,
2002 under the Economic Growth and Tax Relief
Act of 2001 (EGTRRA). Also, changes to dollar
limitations due to cost-of-living increases have
been released.

Limitations reset or established by EGTRRA
SECTION 611 of EGTRRA provided increases in
various dollar limitations. Section 611(a)(1)
amended section 415(b)(1) to increase the dollar
limitation from $140,000 to $160,000. This change
is effective for limitation years ending in 2002. This
means that this change should already be effec-
tive for all plans. Sec 611(b)(1) amended section
415(c)(1) of the Code to increase the limitation of
contributions allocated to a participant in a defined
contribution plan from $35,000 to $40,000. This
change is effective for limitation years beginning
on or after January 1, 2002.

The limitation on annual compensation has also
been increased by SECTION 611(c) of EGTRRA.
Effective January 1, 2002, annual compensation
under 401(a)(17), 404(l), 408(k) and 505(b)(7) has
been increased from $170,000 to $200,000.

SECTION 611 of EGTRRA increased certain
amounts that may be deferred from a participant’s
salary in various types of plans. Effective for
taxable years beginning in the 2002 calendar year,
section 611(d) amends section 402(g) of the
Code to increase the limitation on elective defer-
rals (as defined in IRC 402(g)(3)) from $10,500 to
$11,000. Section 611(e) amends section
457(b)(2)(A) and (c)(1) to increase the limitation
on amounts allowed to defer to a deferred com-
pensation plan under section 457(e)(15) of the
Code (formerly 457(b)(2) and (c)(1)), from $8,500
to $11,000. (Plans of a state or local government
or of a tax-exempt organization) Also, section
611(f) increases the limitation on “qualified salary
reduction arrangements” under section
408(p)(2)(E) (formerly 408(p)(2)(A)) regarding
SIMPLE retirement accounts from $6,500 to
$7,000.

SECTION 613 of EGTRRA modified the definition
on Key Employee under section 416(i) of the
Code. The dollar limitation under section
416(i)(1)(A)(i) of the Code regarding the annual
compensation of an officer is added as $130,000.
Prior to this change made by EGTRRA the com-
pensation limitation was based upon fifty percent
(50%) of the amount in effect under section
415(b)(1)(A) of the Code.

SECTION 631 of EGTRRA added section 414(v)
Catch-up Contributions for Individuals Age 50 or
Over to the Code. This section provides additional
elective deferral opportunities for individuals that
have attained age 50 by the end of the 2002-tax
year. The dollar limitation under section
414(v)(2)(B)(i) is for deferrals to plans other than
plans described in section 401(k)(11) or 408(p)
and is set at $1,000. The dollar limitation under
section 414(v)(2)(B)(ii) is for deferrals to plans
described in section 401(k)(11) or 408(p) and is
set at $500. These set amounts are for taxable
years beginning in 2002. The law provides for
steady increases in future years.

Limitations not reset by EGTRRA
The Commissioner of the IRS is directed by
section 415of the Code to adjust the dollar limita-
tions on benefits and contributions annually for
cost-of-living increases. The IRS released Notice
2001-84 for these increases for the 2002 Tax Year.

For participants who separated from service
before January 1, 2002, the limitation for defined
benefit plans under section 415(b)(1)(B) is com-
puted by multiplying the participant’s compensa-
tion limitation, as adjusted through 2001, by
1.0270.

The maximum dollar amounts under section
409(o)(1)(C)(ii) have been increased. The maxi-
mum account balance in an ESOP subject to a
5-year distribution period is increased from
$780,000 to $800,000 and the maximum dollar
amount used to determine the lengthening of the
5-year distribution period is increased from
$155,000 to $160,000.
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Internal Revenue Service
Personal Tax Assistance
Assistance available 1 800 829-1040
Monday thru Friday – 7 a.m. to 10 p.m.
Saturdays – 9 a.m. to 5 p.m.
Sundays, April 7 & 14 – 11 a.m. to 7 p.m.

Order forms and publications
Assistance available 1 800 829-3676
Monday thru Friday – 7 a.m. to 10 p.m.
Saturdays – 9 a.m. to 5 p.m.
Sundays, April 7 & 14 – 11 a.m. to 7 p.m.

Forms thru your fax (use voice unit)
24 hours a day, 7 days a week 703 368-9694

TeleTax (recorded tax information)
Touch-tone service available 1 800 829-4477
24 hours a day, 7 days a week

Assistance for hearing-impaired taxpayers,
who have access to television/telephone
TDD equipment 1 800 829-4059

Employer Identification Number (EIN)
Assignments)
Cincinnati IRS Center 1 866 816 2065
Attn: EIN Operation fax: 1 859 669 5760

Fax completed Form SS-4 816 823-7776

Taxpayer Advocate’s Hotline
Assistance available 1 877 777-4778
Monday thru Friday – 7 a.m. to 10 p.m.
Saturdays – 9 a.m. to 5 p.m.

Practitioner Priority Service – account related
questions (Old Practitioner Hotline)
Assistance available  1 312 435-1110
Monday thru Friday – 8 a.m. to 4 p.m.

Assistance available (new number)1 866 860 4259
Monday thru Friday – 7:30 a.m. to 5:30 p.m.

Taxpayer Education and Communications
Office (request speakers)
Monday thru Friday 312 566-2900
8:00 a.m. to 4:30 p.m.

Bulletin Board (computer and modem)
IRIS at FedWorld 703 321-8020

IRS Web Site (computer and modem)
Telenet iris.irs.ustreas.gov
Internet www.irs.gov
File Transfer Protocol ftp.iris.ustreas.gov

Illinois Department of Revenue
Personal Tax Assistance
Assistance available
Springfield area 217 782-3336
Elsewhere 1 800 732-8866
24 hours a day, 7 days a week

Forms thru the Internet
Web site www.ILtax.com

Order forms and publications
24 hours a day, 7 days a week 1 800 356-6302

Forms thru your fax (Illinois Tax Fax)
24 hours a day, 7 days a week 217 785-3400

Automated Refund Information
Internet Individual Income Tax refund inquiry
available 24 hours a day, 7 days a week
Web site www.ILtax.com
24 hours a day, 7 days a week 1 800 732-8866

Business Hot Line
Assistance available 217 524-4772
Monday thru Friday
8:00 a.m. to 5:00 p.m.

Central Registration Division
Assistance available 217 785-3707
Monday thru Friday
8:00 a.m. to 5:00 p.m.

Assistance for hearing-impaired taxpayers
who have access to television/telephone
TDD equipment 1 800 544-5304

Board of Appeals 312 814-3004
Freedom of Information Office 217 782-0985
Legal Services Office 217 782-7054
Public Information Officer 217 782-3128
Monday thru Friday
8:30 a.m. to 5:00 p.m.

Problems Resolution Division
Monday thru Friday
Springfield    8:00 a.m. to 4:30 p.m. 217 785-7313
Chicago       8:30 a.m. to 5:00 p.m. 312 814-2624

Circuit Breaker/Pharmaceutical Assistance
Assistance available 1 800 624-2459
Monday thru Friday
8:30 a.m. to 5:00 p.m.

Tax Fraud Hot Line
Assistance available 1 800 243-2811
Monday thru Friday
8:30 a.m. to 5:00 p.m.

Home page (computer and modem)
Web site www.ILtax.com

Taxpayer Service Assistance
January 1 - April 15, 2002
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The Internal Revenue Service (IRS) recently issued
proposed regulations on the research credit in order to
lay to rest many of the disputes about whether research
and experimentation expenses qualify for the credit.

The proposed regulations eliminate the controversial
“discovery test” that was included in the regulations
issued on January 3, 2001. Under the discovery test,
research and experimentation expenses did not qualify
for the credit unless the taxpayer’s research advanced
the state of knowledge in a particular field, a require-
ment not found in the statute and difficult for the Ser-
vice and taxpayers to apply. The proposed regulations
also clarify the internal software use rules.

On January 3, 2001, Treasury and IRS issued final
regulations (in T.D. 8930) implementing the 1986
changes to the definition of qualified research. Taxpay-
ers strongly criticized the regulations, and on January
31, 2001, the rules were suspended, indicating the
changes would be reviewed and requesting additional
public comments.

The proposed regulations make significant changes to
provide rules regarding:

Qualified Research – The proposed regulations elimi-
nate the “discovery test,” which required that qualified
research be “undertaken to obtain knowledge that ex-
ceeds, expands, or refines the common knowledge of

Research Credit Regulations Issued
skilled professionals in a particular field of science or
engineering.” The “discovery test” is the single greatest
source of controversy between taxpayers and the IRS.

Documentation – The proposed regulations eliminate
the research credit specific documentation requirement
in accord with congressional direction that the regula-
tions minimize the administrative and record-keeping
burden on taxpayers related to the credit. The revised
regulation provides flexibility for taxpayers in keeping
the records necessary to establish eligibility for the
credit.

Internal Use Software – The proposed regulations
also describe when computer software is developed by
a taxpayer primarily for the taxpayer’s internal use –
subjecting the related expenses to a stricter test for
credit eligibility – and clarify when such software is
eligible for the research credit.

Effective Date – The proposed regulations, when final-
ized, will be effective for taxable years ending after the
date the proposed regulations are published in the Fed-
eral Register. In order to clarify the administration of
the credit until final rules are issued, the preamble to
the proposed regulations states that the IRS generally
will not challenge return positions that are consistent
with the proposed regulations.

The proposed regulations can be found at: http://
www.treas.gov/press/releases/creditregs.pdf. 

The IL-1040 tax preparation software has been programmed to automatically produce an
IL-1040-V payment voucher for a balance due return. The Illinois Department of
Revenue’s (IDOR) would like to remind taxpayers to mail the IL-1040-V payment voucher
with their return and remittance.

If the payment voucher is not mailed, the 2-D process is slowed down because IDOR has
to manually create an IL-1040-V that can be processed and data entered.

IDOR asks practitioners and taxpayers to utilize the IL-1040-V with all balance due returns.

IDOR 2-D Bar Code
Filing Reminder
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The following Illinois Department of Revenue (IDOR) informational bulletins have been published
since September 2001.

Bulletin Month
number Title issued

FY 2002-01 Miscellaneous Sales and Use Tax Changes September 2001
FY 2002-02 Sales and Use Tax Exemptions for Certain

Leased Property September 2001

FY 2002-03 Motor Fuel Tax Changes October 2001

FY 2002-04 Non-Home Rule Sales Tax in Arcola October 2001

FY 2002-05 Non-Home Rule Sales Tax in Forest View October 2001

FY 2002-06 Non-Home Rule Sales Tax in Jerseyville October 2001

FY 2002-07 Non-Home Rule Sales Tax in Litchfield October 2001

FY 2002-08 Non-Home Rule Sales Tax in Merrionette Park October 2001

FY 2002-09 Non-Home Rule Sales Tax in Mokena October 2001

FY 2002-10 Non-Home Rule Sales Tax in O’Fallon October 2001

FY 2002-11 Non-Home Rule Sales Tax in Sparta October 2001

FY 2002-12 Non-Home Rule Sales Tax in Lansing October 2001

FY 2002-13 Non-Home Rule Sales Tax in Marion October 2001

FY 2002-14 Non-Home Rule Sales Tax in Northbrook October 2001

FY 2002-15 Non-Home Rule Sales Tax in Orland Park October 2001

FY 2002-16 Non-Home Rule Sales Tax in Round Lake Beach October 2001

FY 2002-17 Non-Home Rule Sales Tax in Schiller Park October 2001

FY 2002-18 Non-Home Rule Sales Tax in Wheeling October 2001

FY 2002-19 County Public Safety Tax in Kendall County October 2001

FY 2002-20 County Public Safety Tax in Perry County October 2001

FY 2002-21 Sales Tax Rate Change Summary October 2001

FY 2002-22 Changes for Form ST-556 October 2001

FY 2002-23 Change in the Motor Fuel Use Tax Rate December 2001

FY 2002-24 What’s New for Illinois Income Tax December 2001

FY 2002-25 Expanded Temporary Storage Exemption January 2002

FY 2002-26 Change to Form IDR-909 February 2002

FY 2002-27 Sales and Use Tax Electronic Funds December 2001
Transfer Payments

You can obtain copies of these bulletins by vising our Web site at www.ILtax.com; by calling our
24-hour Form Order Line at 1 800 356-6302; or by writing to the Illinois Department of Revenue,
P.O. Box 19010, Springfield, Illinois 62794-9010. Our TDD (telecommunications device for the deaf)
number is 1 800 544-5304. 

Illinois Department of Revenue Informational Bulletins
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The Internal Revenue Service (IRS) warns taxpayers
not to be misled into filing slavery reparation claims.
The IRS has recently seen a significant surge in these
false filings and urges taxpayers not to fall victim to
this tax refund scam.

There is no provision in the tax law
that allows African-Americans to get
tax credits or refunds related to slavery
reparations. Unscrupulous promoters
are deceiving people into paying
money for advice on how to file these
false claims, in which they generally seek $40,000 to
$80,000.

Recently, the IRS has seen an increase in the number
of people filing false claims for reparations. In 2001,
the IRS received nearly 80,000 returns claiming more
than $2.7 billion in false reparation refunds.

“Promoters are shamelessly preying upon people,”
IRS Commissioner Charles O. Rossotti said. “These
snake-oil salesmen build false hopes and charge
people good money for bad advice on reparation re-
funds. In the end, the victims discover their refund
claims are rejected, and their money and the promot-
ers are long gone.”

The IRS is taking action on several fronts to combat
this recent upsurge of claims. The slavery reparation
scam has been most concentrated in Southern states,
particularly in the Southeast, but the IRS is seeing
claims in almost every section of the country.

IRS urges churches in the African-American commu-
nity to be on the lookout for the scam. The IRS has
seen signs that some promoters are targeting church
congregations for the reparation scams. The agency
plans to contact church organizations to help dissemi-
nate the message.

“Good people are getting caught up in this scam,”
Rossotti said.

The IRS has been actively working for years to dispel
myths about tax scams involving reparations and is
making a new and expanded effort to get the word out

 Slavery Reparation Scams Surge
IRS Urges Taxpayers Not to File False Claims

about slavery reparation scams following the new in-
flux of claims.

In addition, the IRS is seeing some early signs that pro-
moters are trying to expand the reparation scam into

new groups. For example, about 200
claims have been submitted for Native
American reparations.

The IRS is particularly concerned about
this recent activity targeting African-
Americans and others for several reasons,
including rapidly changing tactics being

used by promoters in recent months. Promoters have
been submitting different types of scams in hopes of
slipping false tax returns through the IRS system. With
these additional claims increasing, the agency will be-
gin taking a new approach on this issue that, ultimately,
will help taxpayers, hurt promoters and free up IRS re-
sources.

Under a new policy effective April 15, the IRS will
send a letter warning taxpayers about filing false repa-
ration claims. If the taxpayer refuses to back away
from the improper claim, they face a potential $500
penalty for filing a frivolous tax return. The IRS will
notify the filer that the claim has no basis in law, and
the agency will offer an opportunity to submit a cor-
rected return or rescind the frivolous claim with no
penalty imposed. But if the taxpayer does not agree, the
penalty can be assessed.

Promoters can charge fees that can be either a percent-
age of the refund claimed or a flat fee of $50, $100 or
higher.

 “If the tax benefits sound too good to be true, taxpay-
ers should check them out with a trusted tax profes-
sional or the IRS before sharing personal and financial
data with strangers,” Rossotti said.

Taxpayers with questions about reparations scams can
call the IRS’s toll-free customer service line is
1 800 829-1040. To report suspected tax fraud activity,
taxpayers should call 1 800 829-0433.

Additional information on tax fraud is available on the
IRS’s Criminal Investigation Web site at
www.treas.gov/irs/ci/index.htm. 

“Good people are
getting caught up

in this scam,”
Rossotti said.
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Mark your calendars for May 2-3, 2002, and
plan to attend the Great Lakes Benefits
Conference jointly sponsored by the Internal
Revenue Service (IRS) (Tax Exempt/
Government Entities (TE/GE), Employee
Plans Great Lakes Area) and the American
Society of Pension Actuaries (ASPA). There
are also over 20 cooperating sponsors
assisting with the conference.

This two day conference (which has become
a key annual event in the Employee Plans
community) will be held at the Hyatt Re-
gency McCormick Place, Chicago, Illinois on
May 2 and 3, 2002. This conference is an
opportunity for practitioners, plan sponsors,
and plan administrators to meet and discuss
employee benefit issues with colleagues, as
well as local and national government
agency representatives, involved in benefits
regulation, litigation, enforcement efforts and
voluntary compliance initiatives. It also
provides an excellent forum in which to earn
continuing education credits.

The conference will feature panels of promi-
nent speakers from both the governmental
and private sectors. Evelyn A. Petschek,
Commissioner TE/GE, and Ann Combs, Esq.
PWBA, U.S. Department of Labor as the
keynote luncheon speakers.

For more information on the Great Lakes
Benefits Conference, please visit the confer-
ence section of the ASPA Web site: http://
www.aspa.org/meetingsfiles/ASPAmtng.htm
or contact ASPA’s Meetings Department by
phone at 703 516-9300 or by email at
meetings@aspa.org. 

2002
Great Lakes

IRS/ASPA
Benefits Conference Using the Industry Issue Resolution (IIR) Program,

the Internal Revenue Service (IRS) and Treasury
recently announced tax guidance on three issues - in-
volving demonstration vehicles used by auto dealer-
ship employees, the bad debt conformity election for
banks, and golf course construction costs.

The guidance on these issues marks the first use of a
new Industry Issue Resolution Program aimed at es-
tablishing consistent IRS positions on complex or
contentious tax issues. The three issues are part of an
IRS pilot program involving seven different issues
submitted by taxpayer groups representing various
industries. IRS expects to announce resolution on the
remaining four issues early in 2002.

“This milestone in the IIR process represents a sig-
nificant step toward providing timely published guid-
ance on issues affecting a large number of taxpayers,”
said Larry Langdon, Commissioner, Large and Mid-
Size Business Operating Division. The anticipated
benefits of the IIR Program include reducing costs
and burdens for taxpayers and the IRS and eliminat-
ing uncertainty involving tax treatment.

The first of the three issue resolutions is covered in
Revenue Procedure 2001-56, which provides simpli-
fied methods that auto dealerships can use to deter-
mine what dollar amount should be included in, or
excluded from, the income of employees provided
vehicles by dealerships. http://ftp.fedworld.gov/pub/
irs-drop/rp-01-56.pdf

The second issue resolution, covered in Revenue Rul-
ing 2001-59, provides clarification of the necessary
steps to record a loan as a “loss asset” under the bad
debt conformity method of accounting for banks.
http://ftp.fedworld.gov/pub/irs-drop/rr-01-59.pdf

The third issue resolution, covered in Revenue Ruling
2001-60, allows certain golf course land improvement
costs to be depreciated. http://ftp.fedworld.gov/pub/
irs-drop/rr-01-60.pdf  

IRS Provides First Round
of Issue Resolution

Guidance

O
n 

th
e

 R
o

a
d

 A
g

a
in



Page 17

S p r i n g                              2  0  0  2

Pension Plan continued from Page 11

IRS Launches Fast Track Dispute
Resolution Pilot

The Internal Revenue Service (IRS) has launched a
pilot program aimed at cutting the time it takes to re-
solve disputes between the tax agency and corporate
taxpayers.

The Large and Mid-Size Business Division Fast Track
Dispute Resolution Pilot program creates a new op-
portunity for corporate taxpayers to resolve outstand-
ing issues early in the course of disagreements during
the examination process. The pilot is a joint effort be-
tween the Large and Mid-Size Business Division
(LMSB) and the Office of Appeals.

“This effort is part of our strategy to resolve taxpayer
disputes,” said Larry Langdon, Commissioner, Large
and Mid-Size Business Division. “By using Appeals
personnel as mediators in the fast track process, cor-
porate taxpayers have more opportunities to speed up
the resolution of disputes that arise during audits.

“We’re excited because by getting an Appeals officer
involved in disputes early, fast track holds great
promise to save time,” said Daniel L. Black, National
Chief of Appeals. “At the same time, under the pilot,
taxpayers should also be reassured that their willing-
ness to try to resolve such disputes will not come at
the expense of their existing appeal rights. This should
be a positive process for all parties.”

Under fast track, the taxpayer and LMSB officials
will have the option to choose between two alterna-
tives. The parties can decide that the particular dispute
should be resolved through mediation, where an ap-
peals official will seek to facilitate communication
and resolve factual issues. Alternatively, the taxpayer
and LMSB officials can opt for dispute resolution that
involves the appeals official rendering a settlement
recommendation.

If the parties decide to use either the fast track option,
any proposed resolution must be mutually agreed
upon by both the taxpayer and the LMSB team man-
ager. In addition, the corporate taxpayer does not give
up any of their appeal or legal rights by participating
in the program.

The one-year initiative is intended to test and measure
whether an expedited process, which seeks to resolve
such disagreements within 120 days, reduces cost and

time to the government and taxpayers. Under the exist-
ing procedure, where a taxpayer’s examination and ap-
peal occur sequentially, it is not uncommon for such
disputes to take two years or more to resolve.

In the pilot phase, the program is available to large and
mid-sized businesses that currently have at least one
open year under examination and at least one disputed
issue. Cases will be selected from those where the tax-
payer, Appeals, and the LMSB examination team man-
ager agree that the program might be beneficial. In ad-
dition, the pilot will require that the cases be drawn
from among each of the five industry groups in LMSB.
This will enable IRS officials to better ascertain the
pilot’s long-term potential.

Full details of the fast track initiative, contained in No-
tice 2001-67, are available on the IRS Web site at
www.irs.gov. 

The dollar limitation used in the definition of highly
compensated employee under section
414(q)(1)(B) is increased from $85,000 to
$90,000.

The annual compensation limitation for eligible
participants in certain governmental plans that,
under the plan as in effect on July 1, 1993, al-
lowed cost-of-living adjustments under the plan
under Section 401(a)(17) to be taken into account,
is increased from $285,000 to $295,000.

The Compensation amounts under section 1.61-
21(f)(5)(i) of the Income Tax Regulations concern-
ing the definition of “control employee” for fringe
benefit valuation purposes is increased from
$75,000 to $80,000. The compensation amount
under section 1.61-21(f)(5)(iii) is increased from
$155,000 to $160,000.

The Compensation amount under Section
08(k)(2)(C) regarding SEPs remains UN-
CHANGED at $450. 
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The Internal Revenue Services’ (IRS) National Tax-
payer Advocate Nina Olson released an annual report
to Congress that includes a recommendation for law-
makers to create a uniform definition of a “qualifying
child” for tax purposes. The report also includes pro-
posals for narrowing the impact of the alternative mini-
mum tax for individuals.

The Fiscal Year 2001 Annual Report to Congress con-
tains several key legislative recommendations aimed at
making tax filing easier and less confusing. “I have
chosen to focus the attention of the report on several
key legislative proposals that create significant com-
plexity for large numbers of taxpayers,” Olson said.

For example, a uniform definition of a “qualifying
child” would allow taxpayers to use the same definition
for the Earned Income Tax Credit (EITC), the Child
Tax Credit, and other benefits. Key recommendations
also include:

Repeal of the alternative minimum tax (AMT), or,
alternatively, exempt individuals whose gross in-
come is below a certain threshold.

Allowance for single or separate noncustodial par-
ents who are paying substantially all required child
support to claim the head-of-household filing sta-
tus.

Authorizing the Secretary of Treasury to grant a
one-time abatement of the Failure to File Penalty.

The FY 2001 report differs significantly from previous
reports in the content and presentation surrounding the
legislative proposals. The report contains three catego-
ries of legislative recommendations: key, additional,
and potential.

The key legislative recommendations include a sum-
mary, a specific example of the problem, a description
of the present law, reasons for the proposed change and
an analysis of the proposal’s impact on taxpayer and
IRS administrative burden. The additional and poten-
tial recommendations are significant proposals, which
deserve mention in the report, but require additional
consideration and development.

“The sheer numbers of taxpayers affected by the legis-
lative proposals and the top taxpayer problems should
lead any public servant to the conclusion that he or she
must act to remedy this problem,” Olson said.

IRS National Taxpayer Advocate
Releases Annual Report to Congress

As in prior years, the FY 2001 report lists the most seri-
ous problems facing taxpayers. Access to toll-free tele-
phone customer service topped the list as the most seri-
ous problem facing taxpayers.

According to the report, other serious problems facing
taxpayers include:

Multiple definitions of qualifying child. (The law
requires different tests and rules to determine if a
child qualifies a taxpayer to claim numerous deduc-
tions or credits. These tests confuse taxpayers and
lead to errors.)

Determining and documenting EITC eligibility.

Answers to questions on the toll-free customer ser-
vice line. (When a taxpayer reaches toll free, he or
she may be given inaccurate information or differ-
ent responses to same question.)

Refund inquiries.

Last year’s report identified tax code complexity as the
top problem facing individual and business taxpayers.
This year’s report incorporates the concept of tax com-
plexity into every aspect of the report.

The report, which is required by law, also includes IRS
efforts to improve customer service and reduce the bur-
den on taxpayers. It reflects actions taken by the Tax-
payer Advocate Service organization to resolve tax-
payer problems and identify areas of tax law that im-
pose significant compliance burdens.

To review the report, visit the IRS Web site at
www.irs.gov.

The Taxpayer Advocate Service, an independent orga-
nization within the IRS, helps individuals solve ongoing
tax problems with the IRS and recommends changes to
prevent problems from happening in the future.

You may qualify for the assistance of a taxpayer advo-
cate if:

you are facing a significant hardship due to an ac-
tion taken by IRS.

your case has gone through all established systems
without being resolved.

you are on the second attempt to resolve a problem.

you have not been contacted by the date promised.

Call toll free, 1 877 777-4778, to request the assistance
of a taxpayer advocate.
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The Internal Revenue Service (IRS) and Treasury De-
partment will allow certain small businesses with gross
receipts of $10 million or less to use the cash method
of accounting for their income and expenses.

Previously, it was unclear whether these businesses
were required to use inventories and an accrual method
of accounting. In 2000, the IRS and Treasury issued
guidance generally allowing businesses with gross re-
ceipts of $1 million or less to use the cash method. In
addition, in 2001, the IRS stopped raising this issue on
audit for taxpayers with gross receipts over $1 million
and placed a moratorium on pending litigation.

“This is another way in which we’re making it easier
for small business owners to comply with the tax laws,
so that they can spend more time being successful in
their businesses,” said IRS Commissioner Charles O.
Rossotti. “We estimate that more than 500,000 busi-
nesses may take advantage of this relief.”

 The IRS released Notice 2001-76 containing details of
the proposed rules and asked for comments before they
were to be formally issued. In the meantime, taxpayers
may rely on the proposed rules as early as the 2001 tax
year.

IRS Lets More Small Businesses Use
Cash Method of Accounting

Generally, under the cash method, a business reports
income and deducts expenses when the related pay-
ments occur. Under an accrual method, a business gen-
erally reports income when it has a right to receive
payment and deducts expenses when it has a fixed and
determinable liability for them.

The proposed rules should be beneficial for service
businesses that also sell related products, such as a
plumber who also sells plumbing supplies. The new
rules generally exclude manufacturers, wholesalers,
retailers, miners, certain publishers, and sound record-
ers unless they are principally a service business or per-
form certain kinds of custom manufacturing.

The proposed rules do not apply to certain businesses
that the tax law requires to use an accrual method. For
example, corporations and partnerships with corporate
partners generally must use an accrual method if their
gross receipts are more than $5 million.

Notice 2001-76 was published in Internal Revenue
Bulletin 2001-52, dated December 26, 2001. It is also
available through the IRS Web site at www.irs.gov.

IDOR Reduces
IL-1040-ES Mailing

For the first time, the Illinois Department of
Revenue (IDOR) did not send IL-1040-ES,
Estimated Payment Vouchers for Individuals,
to those taxpayers who used a tax profes-
sional to prepare their individual income tax
return.

This decision was based on a sample of
ES vouchers received from taxpayers who
use a tax professional. The department
found that 81 percent of the vouchers were
not the forms that were originally mailed, but

were forms prepared from software packages.
If tax professionals do not have software
packages and need blank IL-1040-ES forms,
they may

access the department’s Web site at
www.ILtax.com and click on “Forms,”

call the 24-hour Forms Order Line at
1 800 356-3400, or

have the forms faxed to them by calling
Illinois Tax Fax, our fax-on-demand ser-
vice, at 1 217 785-3400. 
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The Illinois Department of Revenue (IDOR)
has recently amended regulations under the
Retailer’s Occupation Tax Act to clarify existing
rules by providing relevant examples. The depart-
ment is also in the process of promulgating
regulations to implement provisions of public
acts.

The department promulgated rulemaking that
amended 86 Ill. Adm. Code Section 130.330
Manufacturing Machinery and Equipment, to
reflect the department’s position that chemicals
could qualify for the manufacturing machinery
and equipment exemption from sales tax in
certain circumstances. The rulemaking included
the addition of illustrative examples of chemicals
that qualify for the exemption in subsection
130.330(c)(6).

On the same subject, the department is again
promulgating rulemaking to amend Section
130.330 to implement provisions of Public Act 92-
0484. Effective August 23, 2001, the statutory
definition of exempt equipment was expanded to
include chemicals or chemicals acting as cata-
lysts but only if the chemicals or chemicals acting
as catalysts effect a direct and immediate change
upon a product being manufactured or as-
sembled for wholesale or retail sale or lease.

The department also amended 86 Ill. Adm. Code
130.445 Federal Taxes. This rulemaking was

Department of Revenue Amends Retailers’
Occupation Tax Regulations

undertaken in order to provide a more complete
explanation regarding the interaction of federal
excise taxes and the sales tax base. This
rulemaking added a provision to clarify when
certain federal excise taxes may be deducted from
the gross receipts when calculating Retailers’
Occupation Tax liability. Specifically, it covers the
taxes imposed by Section 4051 of the Internal
Revenue Code upon the first retail sale of

automobile truck chassis and bodies for use
with a vehicle, which has a gross vehicle
weight of more than 33,000 pounds;

truck trailer and semitrailer chassis and bodies
suitable for use on a trailer or semitrailer,
which has a gross vehicle weight of more than
26,000 pounds; and

tractors regardless of weight of the kind chiefly
used for highway transportation in combina-
tion with a trailer or semitrailer.

The amendment to Section 130.330 was pub-
lished in the May 18, 2001 Illinois Register, 25 Ill.
Reg. 6515, Issue # 20, effective May 3, 2001. The
amendment to Section 130.445 was adopted
January 15, 2002 and published in the January
25, 2002 Illinois Register at 26 Ill. Reg. 958, Issue
# 4. The new amendment to Section 130.330 was
initially published at 25 Ill. Reg. 14070, Issue # 44.

Visit IDOR at ILtax.com
This year the

Illinois Department of Revenue (IDOR) has made it easier for

you and your customers to access information via our Web site.

Just type in www.ILtax.com and it will take you to IDOR’s home page. 
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Due Date for Returns and Payments
Individual federal tax returns are due on April 15, 2002.
If you owe taxes to the Internal Revenue Service
(IRS), checks or money orders should be made out to
“United States Treasury” when making federal tax pay-
ment.

Individual Illinois tax returns are due on April 15. If you
owe taxes to the Illinois Department of Revenue
(IDOR), checks or money orders should be made out to
“Illinois Department of Revenue” when making Illinois
tax payment.

Trouble Meeting the Filing Deadline?
If you can’t meet the tax-filing deadline, you can send
Form 4868 to the Internal Revenue Service (IRS) and
get an automatic four-month extension of time to file
your federal tax return. Along with the form, you should
send the amount of tax you estimate you owe. If you
can’t pay the full amount, you should still send in the
tax form and pay as much as you can. Remember the
failure to file penalty is 10 times greater than the penalty
for paying late. Interest is charged on any taxes paid af-
ter the due date.

Check Your Withholding
The Internal Revenue Service (IRS) reminds you that
now is a good time to check your withholding. If your
tax refund was smaller, or larger, than you expected this
year, complete a new Form W-4, Employee’s Withhold-
ing Allowance Certificate, and give it to your employer.

Request for Speakers
The Internal Revenue Service (IRS) provides speakers
to professional and other groups to discuss a variety of
tax topics. Your request must be in writing (it may be
faxed) and should be received at least four weeks in ad-
vance of the requested speaking date.

Be sure to include the following information with your
request: name of organization, topics to be discussed,
date, time, location, format, and time allotted for
speech, estimated audience size, and the name and
phone number of a contact person.

Requests may be faxed to Taxpayer Education and
Communication (TEC) Management Assistant at

312 566-3721. If you have any questions, please call
312 566-2900.

The Illinois Department of Revenue (IDOR) provides
speakers for various training seminars or workshops to
groups and organizations. If you would like to know
more about our training programs, request a speaker,
or obtain locations of currently scheduled speaking
engagements, please contact Rosemary Hunter at
217 785-6515, Kathy Frank at 217 785-4266, or check
our Web site at www.ILtax.com.

Tax Forms and Publications
There are several ways you can get Internal Revenue
Service (IRS) forms and publications:

If you have a computer and modem, you can get
forms and publications from the IRS Web site at
www.irs.gov

The most popular tax forms and instructions are
available by fax, 24 hours a day, by calling
703 368-9694 from the phone attached to your fax
machine.

During the tax filing season (through April 15), you
can find the most common forms and publications
at many libraries and post offices.
You can have tax forms and publications mailed to
you by calling the IRS toll-free at 800 829-3676.

Illinois Individual Income Tax Payments
on VISA
The Illinois Department of Revenue (IDOR) an-
nounces that VISA has agreed to allow their cardholders
to charge Illinois Individual Income Tax payments on
their VISA cards. Taxpayers may now charge their indi-
vidual income tax payments using VISA, MasterCard,
American Express, or Discover cards. Payments may be
entered by touch-tone phone by calling 1 800-2PAYTAX
(1 800-272-9829) or on the Internet at
www.officialpayments.com.

The Official Payments Web site may also be accessed
by a link through IDOR’s Web site at www.ILtax.com.
The credit card processor will ask you to enter your Ju-
risdiction Code, which is 2300. Payments are credited
the same day they are entered. There is an additional
convenience fee charged to the taxpayer’s card by the
credit card processor.  
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for Practitioners

Practitioner Priority Service
Effective February 18, 2002, Illinois tax practitioners
can call the new Internal Revenue Service (IRS) na-
tionwide hotline, offering fast, accurate, and compre-
hensive assistance to the preparer community.

IRS customer service representatives specially trained
to handle practitioners’ account related questions staff
the new Practitioner Priority Service support line (for-
merly known as the Practitioner Hotline).

The Practitioner Priority Service toll-free number, 866
860-4259, is available Monday though Friday, from
7:30 a.m. until 5:30 p.m.

Tax Talk Today
Tax Talk Today, sponsored by the Internal Revenue
Service (IRS), is a Web site dedicated to providing
continuing education and information to tax practitio-
ners. Tax Talk Today allows you to participate in live
and archived webcasts and satellite broadcasts. The
series of 60-minute programs is designed specifically
for the tax professional community and presents unbi-
ased, independent, and hard-hitting discussions of cur-
rent tax issues.

Tax Talk Today Calendar

Be sure to mark your calendar for the upcoming pro-
grams identified below!

IDOR Reduces IL-1040-ES Mailing
For the first time this year, the Illinois Department of
Revenue (IDOR) will not send IL-1040-ES, Esti-
mated Payment Vouchers for Individuals, to those
taxpayers who use a tax professional to prepare their
individual income tax return.

This decision was based on a sample of ES vouchers
received from taxpayers who use a tax professional.
The department found that 81 percent of the vouch-
ers were not the forms that were originally mailed, but
were forms prepared from software packages. If tax
professionals do not have software to prepare the ES
vouchers, they may

access the department’s Web site at
www.ILtax.com and click on “Forms,”
call the 24-hour Forms Order Line at
1 800 356-3400, or
have the forms faxed to them by calling Illinois
Tax Fax, our fax-on-demand service, at
1 217 785-3400.

May 14, 2002 – Tuesday
Meet the IRS Taxpayer Advocate
1p.m. – 2p.m. CT

June 11, 2002 – Tuesday
LMSB Industry Resolution: A Technical Approach
1p.m. – 2 p.m. CT

July 9, 2002 – Tuesday
E-Future: An Update to the E-Filing
1 p.m. – 2p.m. CT

 August 13, 2002 –Tuesday
Tax Return Accuracy: The Never-Ending Dispute
1 p.m. – 2 p.m. CT

September 10, 2002 –Tuesday
Examinations and Collections
1 p.m. – 2 p.m. CT

October 8, 2002 – Tuesday
Tax Administration Blues: The Penalties
1 p.m. – 2 p.m. CT

November 12, 2002 – Tuesday
Is That Worker an Employee?
1 p.m. – 2 p.m. CT

December 10, 2002 – Tuesday
Tax Legislation Review
1 p.m. – 2 p.m. CT
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IRS Official Rulings and Procedures

Research
REG-112991-01, which appeared in Internal Rev-
enue Bulletin 2002-04, dated January 28, 2002,
includes proposed regulations that modify the fol-
lowing provisions of T.D. 8930:

that qualified research be undertaken for the
purpose of discovering information that is tech-
nological in nature;

the process of experimentation;

the type of computer software constituting inter-
nal use software;

the first part of the three-part high threshold of
innovation test for internal-use software to be
excepted from the exclusion from qualified re-
search; and

the documentation required to substantiate the
research credit. A public hearing is scheduled
for March 27, 2002.

Employee Plans
Health Insurance Premiums–Rev. Ruling 2002-3,
which appeared in Internal Revenue Bulletin
2002-3, dated January 22, 2002, provides guid-
ance on the application of Sections 106(a) and
105(b) of the Code to reimbursements of employ-
ees for salary reduction amounts previously ex-
cluded from gross income under Section 106(a).

Retirement Plans–Notice 2001-84, which ap-
peared in Internal Revenue Bulletin 2001-53,
dated December 31, 2001, sets forth certain limi-
tations reset and established by EGTRRA as well
as cost-of-living adjustments effective January 1,
2002, applicable to the dollar limits on benefits un-
der qualified defined benefit pension plans and to
other provisions affecting

certain plans of deferred compensation, and

 “control employees.”

Payment of Taxes by Credit Card or Debit
Card
T.D. 8969, which appeared in Internal Revenue
Bulletin 2002-2, dated January 14, 2002, includes
final regulations under sections 6103 and 6311 of
the Code that authorize the commissioner to ac-
cept payment of internal revenue taxes by credit
card or debit card. This final regulation also pro-
vides that payment of tax by check or money or-
der should be made payable to the United States
Treasury.

Cash Method
Notice 2001-76, which appeared in Internal Rev-
enue Bulletin 2001-52, dated December 26, 2001,
provides a proposed revenue procedure under
section 446 of the Code that would permit the eli-
gible trades or businesses of qualifying taxpayers
to use the cash method of accounting as de-
scribed in the procedure.

Exempt Organizations
Notice 2001-81, which appeared in Internal Rev-
enue Bulletin 2001-52, dated December 26, 2001,
provides guidance regarding recordkeeping, re-
porting, and other requirements applicable to
qualified tuition programs described in Section
529 of the Code. 
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Tax Workshops Scheduled

Workshops

The Internal Revenue Service (IRS) Small Business/
Self-Employed Taxpayer Education and Communication
office works with the Small Business Administration
(SBA) and the Small Business Development Centers
(SBDC) to schedule workshops throughout Illinois for
new small businesses. These workshops offer opportu-
nities for new small business owners to ask questions
and receive guidance in tax laws. Speakers may
include representatives from the IRS, the Illinois

Department of Revenue (IDOR), the
SSA, and the Illinois Department of
Employment Security (IDES).

The following workshops and
seminars have been scheduled
through June 2002. For informa-
tion on locations, times, and fees,
have your clients call the contact for the workshop they
would like to attend.

Date Workshop Location Contact

April 11 Business Chicago IRS 708 456-0300 ext. 3593

April 25 Business Carbondale Southern Illinois University 618 536-2424

May 7 Payroll Tax University Park Governor’s State University 708 534-4929

May 9 Payroll Tax Palatine Harper College 847 925-6300

May 16 Business River Grove Triton College 708 456-0300 ext. 3593

May 23 Business Chicago IRS 708 456-0300 ext. 3593

June 13 Business River Grove Triton College 708-456-0300 ext. 3593

June 20 Business Chicago IRS 708 456-0300 ext. 3593


